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PRESIDENT'S LETTER 


The past fiscal year was a period of intense competition in our field. 
The continued pressure on profit margins posed a challenge to our 
organization. Nevertheless, we achieved the highest sales level in 
the history of our company with an increase in our net earnings. 
Our large expansion program in the field of discount department 
stores has been almost completed, with the last unit to be opened in 
Puerto Rico during the coming fiscal year. It is not planned to open 
any additional conventional stores in the immediate future. 

SALES 

Consolidated net sales for the fiscal year ended June 30, 1963, were 
$56,896,588.18, an increase of $4,456,367.22, over the previous 
fiscal year’s sales, or 8.50 per cent. The increase in sales during the 
past fiscal year came chiefly from our discount stores, during 
which period five new units were added, making a total of twelve 
such stores in operation as at June 30, 1963. 

EARNINGS 

Consolidated net earnings for the past fiscal year, after provision 
for Federal Income Taxes, were $351,674.09, equal to $0.44 per 
share, compared with $331,315.58, or $0.41 per share earned last 
year. This shows an increase of $20,358.51, or 6.14 per cent. The 
number of shares outstanding as at June 30, 1963 was 804,315, 
against 806,015 outstanding as at the end of our previous fiscal 
year. 

DIVIDENDS 

During the past fiscal year, cash dividends aggregating 50 cents 
per shares were paid out by the company, represented by 20 cents 
per share paid during the first quarter and 10 cents per share paid 
during each of the three succeeding quarters. This marked the 24th 
consecutive year in which cash dividends were paid by the com¬ 
pany. At the meeting of the Board of Directors held on July 5, 1963, 















a cash quarterly dividend of 10 cents per share was declared pay¬ 
able on July 26, 1963, to stockholders of record July 16, 1963. 

FINANCIAL CONDITION 

Our entrance into the field of discount stores required an outlay in 
excess of five million dollars for fixed assets and inventories being 
carried in these twelve units. No equity financing was undertaken, 
nor additional long term borrowing resorted to, by our company for 
this broad expansion program. To ease the large drain on our cash 
resources during the past fiscal year, the company deemed it ad¬ 
visable to sell one million dollars of its two million dollars of United 
State Government Bonds. We also sold one parcel of real estate 
for $250,000, cash. This property, in which the company op¬ 
erates a store, was leased back for a long term of years with several 
options. No material tax consequences resulted from these transac¬ 
tions, as the loss from the sale of the bonds was offset by the gain 
from the sale of the property. As a further result of the foregoing, 
our current ratio has increased from 1.90 to 1, to 2 to 1. The net 
worth of the company as of June 30, 1963 stood at $12,701,506.18, 
producing a book value of $15.79 per share. 

WORKING CAPITAL 

The working capital as at June 30, 1963, amounted to $7,003,456.10, 
which compared with $7,140,575.57 as at the end of the previous 
year, a decrease of $137,119.47. This decrease is explained in 
the following schedule which shows the source and application of 
funds during the past fiscal year: 


FUNDS PROVIDED 


FUNDS APPLIED 


Net Income for the Year$ 
Depreciation & 

Amortization. 

Increase in Deferred 

Items, etc. 

Increase in Long Term 
Debt . 


351,674.09 

960,951.81 

101,612.27 

22,350.00 


Decrease in Working 

Capital . 137,119.47 

$1,573,707.64 


Cash Dividends Paid_$ 402,837.50 


Capital Expenditures— 

Net . 1,153,410.22 


Purchase of Treasury 

Stock . 17,459.92 

$1,573,707.64 


EXPANSION AND GROWTH 

As previously stated, our expansion program in both the discount 
field and in the regular conventional division has about been com¬ 
pleted and as a result, our potential sales volume is now approxi¬ 
mately $65,000,000 represented by $40,000,000 from our conven¬ 
tional stores and $25,000,000 from our discount department 
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stores, exclusive of leased department sales. 

During the past fiscal year we opened 5 new large discount units, 
bringing the total of such stores in operation to twelve as of June 
30, 1963. Only 3 new conventional stores were opened and 14 un¬ 
profitable stores closed during the past year, so that at the end of 
the fiscal year the company had 162 such stores in operation. The 
combined number of stores in operation covering both divisions, 
therefore, amounted to 174 as at June 30, 1963. After the end of 
our fiscal year, on August 9, 1963, the company sold one small 
discount store, located in Connecticut, to some of the former own¬ 
ers. This store did not handle women’s and children’s apparel and 
contained no outside leased departments due to its small and lim¬ 
ited selling space. 

Expenditures for Buildings, Fixtures and Leasehold Improve¬ 
ments during the fiscal year were $1,153,410.22, where as the pro¬ 
vision for Depreciation and Amortization amounted to $960,951.81. 
It might be pointed out that due to the halt in our expansion pro¬ 
gram, the cash flow into the business will greatly increase in future 
years in view of this large annual charge for Depreciation and 
Amortization. 


LOOKING AHEAD TO THE FUTURE 

Our company had commenced the 1964 fiscal year with full 
knowledge of strong competitive factors existing in the present 
era of retailing. To meet this challenge and yet succeed, we insti¬ 
tuted most stringent controls of our costs and markups in both of 
our divisions. Our aim is to derive a sufficient increase in the gross 
margin on our sales to support the trend of rising costs of doing 
business in present times. This, together with the institution of 
strong economies in our operating expenses, gives us reason to look 
to the future with optimism. 

We express our thanks and appreciation to the many employees 
of our organization for their devoted service. Our thanks are also 
extended to our stockholders for their confidence and loyalty, and 
to our suppliers and customers for making it possible for our com¬ 
pany to continue to prosper as in the many years past. 


NEW YORK, N. Y. 
September 11, 1963 


Respectfully submitted, 

C tmj 

President 
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CONSOLIDATED BALANCE SHE 


ASSETS 1963 1962 


CURRENT ASSETS: 

Cash on Hand and in Banks. 

United States Government Securi¬ 
ties . 

Will Call Accounts Receivable. 

Notes and Mortgages—Due Within 

One Year . 

Marketable Securities. 

Other Accounts Receivable: 


Customers’ Charge Accounts .... $ 1,056,898.46 

Sundry Other Receivables. 319,790.48 

$ 1,376,688.94 

Less: Reserve for Doubtful 

Accounts. 112,689.85 


Merchandise Inventories—at the 

lower of Cost or Market. 

Merchandise in Transit. 

TOTAL CURRENT ASSETS. 

OTHER ASSETS: 


Notes and Mortgages Receivable. . . $ 190,100.33 

Less: Current Installments 

Shown Above. . 60,488.92 

Deposits with Public Utilities and 

Others . 

FIXED ASSETS: 

Land and Buildings—At Cost. $ 3,167,363.00 

Less: Reserve for Depreciation of 

Buildings . 660,995.99 

Leasehold Improvements, Air Con¬ 
ditioning, Furniture, Fixtures, 

Equipment, etc. $ 9,900,149.63 

Less: Reserve for Depreciation 

and Amortization. 4,287,101.82 

Construction Advances. 

DEFERRED CHARGES: 

Unexpired Insurance. $ 71,088.27 

Prepaid Rent. 238,062.60 

Prepaid Expenses. 132,110.47 

Cash Surrender Value—Life Insur¬ 
ance Policies. 41,350.00 

EXCESS IN CONSOLIDATION: 

Excess of cost of investment in sub¬ 
sidiaries over the book value of 
their net assets at date of acqui¬ 
sition . $ 548,290.09 

Less: Reserve for Amortization _ 75,344.36 


$ 666,889.99 


$ 1,353,870.81 

1,001,976.74 

1,073,890.03 


1,997,699.26 

1,072,019.98 

60,488.92 

1,871.88 

$ 1,055.343.66 
409,902.24 

62,329.46 

1,871.88 


$ 1,465,245.90 


1,263,999.09 

112,534.37 

1,352,711.53 

9,864,227.67 

48,280.56 


9,148,842.21 

45,594.75 

$13,981,624.88 

$ 226,679.79 

$15,034,939.88 

129,611.41 

62,329.46 

164,350.33 

19,249.41 

$ 3,158,947.32 

15,908.66 

2,506,367.01 

699,883.79 

2,459,063.53 


$ 9,328,830.27 


5,613,047.81 

5,000.00 

3,862,966.05 

5,465,864.22 

7,028.66 


$ 108,566.07 

265.804.22 

105.457.23 


482,611.34 

32,550.00 

512,377.52 

472,945.73 

$ 638,251.93 

135,948.41 

502,303.52 

$23,210,457.59 


$24,161,836.32 


See Notes to Financial Statements which are an integral part hereof. 


4 
























































ATION and Subsidiary Companies 


T, JUNE 30, 1963 AND 1962 


LIABILITIES 


1 963 


1 962 


CURRENT LIABILITIES: 

Accounts Payable—Merchandise ... 

Accounts Payable—Expenses. 

Notes and Mortgages Payable—Due 

Within One Year. 

Notes Payable. 

Federal Income Taxes Payable .... 
Accrued Liabilities: 

Wages, Salaries and Commissions 
Taxes Other Than Federal Taxes 

on Income. 

Rents and Other Items. 

Other Current Liabilities: 

Due to Department Lessees. 

Deposits and Refunds Due Cus¬ 
tomers . 

TOTAL CURRENT LIABILITIES ... 

LONG TERM DEBT: 

Notes Payable . 

Mortgages Payable. 

Less: Current Installments Shown 
Above . 

RESERVES: 

Reserves for Unrealized Profit on 

Will Call Balances. 

Reserve for Contingencies. 

Deferred Investment Credit. 


CAPITAL STOCK AND SURPLUS: 
Common Stock— 

Par Value $1.00 per share: 
Authorized .... 1,000,000 Shares 

Issued . 822,848 Shares 

Less: Stock 
Held in 
Treasury 

(1962—16,833 ) 18,533 Shares 

Outstanding . .. 804.315 Shares 

Capital Surplus. 

Earned Surplus. 


$ 2,561,921.58 
133,708.42 

165,900.00 

2,952,420.25 

81,524.55 

$ 119,058.39 

470,657.23 

97,065.45 686,781.07 


$ 338,298.99 

57,613.92 


$ 2,700,000.00 
428,225.00 

$ 3,128,225.00 
165.900.00 


$ 394,531.83 

150,000.00 
23,925.80 


395,912.91 
$ 6,978,168.78 


2,962,325.00 


568,457.63 


$ 822,848.00 


18,533.00 
$ 804,315.00 

1,927,643.49 

9,969,547.69 


12,701,506.18 

$23,210,457.59 


$ 6,225,176.42 
225,176.62 

163,400.00 

9,108.28 

280,765.71 


$ 147,534.17 

432,013.65 

107,546.66 

$ 256,195.35 

47,447.45 


$ 2,800,000.00 
303,375.00 

$ 3,103,375.00 
163,400.00 


$ 407,367.50 

150,000.00 


$ 822,848.00 


16,833.00 
$ 806,015.00 

1,943,403.41 

10.020.711.10 


687,094.48 


303,642.80 
$ 7,894,364.31 


2,939,975.00 


557,367.50 


12.770,129.51 

$24,161,836.32 


See Notes to Financial Statements which are an integral part hereof. 
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STATEMENT OF CONSOLIDATED INCOME 


FOR THE YEARS ENDED JUNE 30, 

1963 


1962 

NET SALES. 

$56,896,588.18 

$52,440,220.96 

Cost of Goods Sold, Selling, General and Administrative 
Expenses. 

55,131,842.07 

50,562,958.91 

Operating Profit—Before Depreciation and Amortization. . 

$ 1,764,746.11 

$ 

1,877,262.05 

Depreciation and Amortization of Leasehold Improvements, 
Buildings, Furniture, Fixtures, Equipment and Air Con- 
ditioning, etc. 

960,951.81 


931,077.37 

Net Operating Profit. 

$ 803,794.30 

$ 

946,184.68 

Gain on Capital Assets. 

$ 117,354.20 

$ 

5,196.28 

Interest and Miscellaneous Income. 

152,533.16 


137,311.67 


$ 269,887.36 

$ 

142,507.95 

TOTAL INCOME. 

$ 1,073,681.66 

$ 1,088,692.63 


INCOME DEDUCTIONS: 


Interest . 

Loss on Capital Assets. 

Provision for Bad Debts and Other Items. 

$ 

275,343.46 

108,164.77 

137,288.86 

$ 

248,896.89 

28,086.21 

157,030.49 

Total Income Deductions. 

$ 

520,797.09 

$ 

434,013.59 

Net Income—Before Federal Taxes and Reserves. 

Federal Incomes Taxes. 

$ 

552,884.57 

194,295.69 

$ 

654,679.04 

316,064.22 

Net Income—After Federal Income Taxes. 

Reserve for Amortization of Exess Cost of Investment in 

Subsidiaries . 

$ 

358,588.88 

6,914.79 

$ 

338,614.82 

7,299.24 

NET INCOME TRANSFERRED TO SURPLUS. 

See Notes to Financial Statements which are an integral part hereof. 

$ 

351,674.09 

$ 

331,315.58 


NOTES TO FINANCIAL STATEMENTS 

1. INCOME TAXES 

The Federal Income Tax Returns of the company have 
been examined by the United States Treasury Department 
up to and including the returns for the fiscal year ended 
June 30, 1962. Additional taxes claimed by the Treasury 
Department as a result of such examinations have been paid 
up to and including the fiscal years ending June 30, 1960. 
The liability for additional taxes for the fiscal years end¬ 
ing June 30, 1961 and 1962, as agreed, are not material and 
will be paid when the reports and assessments are received. 
The Federal Income Tax Returns for the fiscal year end¬ 
ing June 30, 1963, are subject to final determination by the 
Treasury Department. 


Under the investment credit feature of the Revenue Act 
of 1962, purchases of new Fixtures and Equipment entitled 
the company to claim an investment credit of $46,011.18, 
as a reduction of Federal Income Taxes payable for the 
year. Of this amount, 48% or $22,085.38 has been taken 
as a reduction of Federal Income Tax expense for the year. 
The remaining 52% has been deferred and will be taken in¬ 
to income over the useful life of such assets to offset the 
future effect on income tax expense due to reduced depre¬ 
ciation. 


2. LONG TERM LOAN 

Under the provisions of the fifteen year 5%% long term 
agreement with the Insurance Company dated December 
1, 1959, the aggregate amount of cash dividends declared 















































STATEMENTS OF CONSOLIDATED SURPLUS 


FOR THE YEARS ENDED JUNE 30, 1963 1962 

EARNED SURPLUS: 

Balance—At Beginning of the Year. $10,020,711.10 $10,340,122.72 


Add: 

Net Income for the Fiscal year Ending June 30.. 351,674.09 

Total. $10,372,385.19 


331,315.58 

$10,671,438.30 


Deduct: 

Cash Dividends Paid. 402,837.50 

Balance—At End of the Year. $ 9,969,547.69 

CAPITAL SURPLUS: 

Balance—At Beginning of the Year. $ 1,943,403.41 

Add: 


Excess of Cost of Shares of Common Stock issued 
to employees and others from Treasury, in lieu 


of cash. 4,250.00 

Total. $ 1,947,653.41 

Deduct: 

Excess of Cost of Shares of Common Stock ac¬ 
quired for Treasury over Par Value thereof.... 20,009.92 

Balance—At End of the Year. $ 1,927,643.49 


See Notes to Financial Statements which are an integral part hereof. 


650,727.20 

$10,020,711.10 


$ 2,104,555.65 


35,360.00 
$ 2,139,915.65 


196,512.24 
$ 1,943,403.41 


on common stock and payments made in purchasing shares 
of the company’s own stock, may not exceed 100 % of the 
consolidated net earnings accrued subsequent to June 30, 
1959, plus the sum of $1,200,000.00. The consolidated 
earned surplus as of June 30, 1963, not subject to this re¬ 
striction, amounted to $1,077,546.98. The agreement further 
provides, among other things, that the company shall main¬ 
tain a consolidated net working capital of not less than the 
greater of either 200% of the consolidated funded debt of 
the company and its subsidiaries, or $4,000,000.00. 

3. COMMITMENTS AND LEASES 

As at June 30, 1963, the minimum annual rentals under 
leases, expiring after June 30, 1966, amounted to approxi¬ 
mately $1,990,190.45, plus, in many instances, additional 


rentals based on a percentage of sales, or for payment of 
real estate taxes, insurance, etc. 

4. UNITED STATES GOVERNMENT SECURITIES 

The United States Government Securities shown in the 
Balance Sheet in the amount of $1,001,976.74, have a mar¬ 
ket value of $892,650.00, as at June 30, 1963. 

5. PRINCIPLES IN CONSOLIDATION 

The consolidated financial statements include the ac¬ 
counts of Franklin Stores Corporation and its subsidiaries, 
all wholly owned, including Barker’s Inc. and its wholly 
owned subsidiaries. All intercompany transactions have 
been eliminated in consolidation. 





































I. J. Skolnick 6c Co. 

Certified Public Accountants 
TIME 6 LIFE BUILDING- ROCKEFELLER CENTER 
NEW YORK 20. N.Y. 


To the Board of Directors: 

Franklin Stores Corporation: 

We have examined the consolidated balance sheet 
of Franklin Stores Corporation and its subsidiary 
companies as at June 30, 1963 and the statements of 
consolidated profit and loss and surplus for the 
fiscal year then ended. Our examination was made 
in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 


ACCOUNTANTS’ REPORT 


In our opinion, the accompanying consolidated 
balance sheet and related statements of consolidated 
profit and loss and surplus, present fairly the 
consolidated financial position of Franklin Stores 
Corporation and its subsidiary companies at 
June 30,1963 and the results of their operations for 
the fiscal year then ended, in conformity with generally . 
accepted accounting principles applied on a basis 
consistent with that of the preceding fiscal year. 


September 6, 1963 





TEN YEAR SUMMARY FISCAL YEARS ENDED JUNE 30, 




1963 

1962 

1961 

1960 


Net Sales 

$56,896,588 

$52,440,221 

$44,994,694 

$44,693,266 


Income before Taxes 

545,970 

647,380 

1,101,655 

1,354,891 

OPERATIONS 

Income after Taxes 

351,674 

331,316 

674,548 

801,385 


Dividends Paid 

402,838 

650,727 

635,750 

637,444 


Number of Stores 

174 

180 

183 

179 


Total Assets 

$23,210,458 

$24,161,836 

$22,064,759 

$20,068,265 


Working Capital 

7,003,456 

7,140,576 

7,754,133 

8,502,691 

FINANCIAL 

Current Ratio 

2.00 to 1 

1.90 to 1 

2.52 to 1 

3.35 to 1 

POSITION 

Fixed Assets—Net 

8,124,415 

7,931,956 

7,958,537 

7,201,617 


Net Worth 

12,701,506 

12,770,129 

13,260,725 

12,962,031 


Net Income* 

$ .44 

$ .41 

$ .83 

$ 1.01 

PER SHARE 

Dividends Paid 

.50 

.80 

.80 

.80 


Book Value 

15.79 

15.84 

16.25 

16.34 
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Earnings per share for the fiscal years ending 



















DISPOSITION OF 1 

NET 

EARNINGS DURING 






19 YEARS 

OF 

PUBLIC OWNERSHIP 


Fiscal Year 

Net Available 

Taxes Paid Federal- 

Cash Dividends 

Dividends 


Balance Retained 


June 30th 

Earnings 

State and Local 

Paid to Stockholders 

Per Share 


in Business 


1945 

$ 3,847,455.31 

$ 2,826,764.32 

$ 175,001.09 

$ .25 

$ 

845,689.90 


1946 

3,013,147.37 

1,533,479.39 

528,971.45 

.75 


950,696.53 


1947 

1,790,263.88 

718,394.44 

651,802.70 

.90 


420,066.74 


1948 

2,147,751.09 

836,105.27 

518,016.35 

.70 


793,629.47 


1949 

2,388,827.59 

897,803.59 

517,705.60 

.70 


973,318.40 


1950 

1,862,181.71 

711,827.25 

505,167.80 

.70 


645,186.66 


1951 

1,970,824.98 

769,210.08 

540,769.65 

.75 


660,845.25 


1952 

2,480,638.64 

1,114,525.71 

575,802.20 

.80 


790,310.73 


1953 

2,537,287.20 

1,117,498.54 

580,854.25 

.80 


838,934.41 


1954 

1,583,935.34 

764,748.78 

605,520.80 

.80 


213,665.76 


1955 

1,860,919.83 

851,722.27 

599,663.20 

.80 


409,534.36 


1956 

2,086,906.02 

1,038,841.26 

604,517.00 

.80 


443,547.76 


1957 

2,103,619.28 

1,094,375.28 

608,988.60 

.80 


400,255.40 


1958 

1,838,997.43 

1,052,955.59 

601,218.60 

.80 


184,823.24 


1959 

2,388,628.09 

1,244,192.32 

611,097.25 

.80 


533,338.52 


1960 

1,963,260.77 

1,187,744.03 

637,444.40 

.80 


138,072.34 


1961 

2,093,994.73 

1,159,551.30 

635,749.60 

.80 


298,693.83 


1962 

1,240,316.69 

1,080,185.35 

650,727.20 

.80 


(490,595.86) 


1963 

1,457,738.74 

1,123,524.57 

402,837.50 

.50 


(68,623.33) 


TOTAL 

$40,656,694.69 

$21,123,449.34 

$10,551,855.24 

$14.05 

$ 8,981,390.11 


1959 

1958 

1957 

1956 

1955 


1954 


$43,405,603 

$39,580,347 

$37,519,337 

$34,321,871 

$30,327,146 


$29,373,809 


1,740,010 

1,439,411 

1,649,267 

1,629,161 

1,536,873 


1,364,791 


1,047,076 

900,854 

1,030,213 

1,026,569 

1,005,398 


913,649 


611,097 

601,219 

608,989 

604,517 

599,663 


605,520 


178 

174 

167 

161 

155 


156 


$18,724,708 

$17,566,050 

$16,780,020 

$16,512,218 

$15,715,438 


$15,239,056 


7,389,192 

6,940,407 

7,352,369 

7,338,656 

7,299,198 


6,955,601 


2.80 to 1 

3.11 to 1 

3.99 to 1 

4.19 to 1 

5.17 to 1 


5.81 to 1 


6,514,756 

6,636,667 

6,381,860 

6,279,733 

5,955,178 


6,299,211 


12,823,959 

12,290,621 

12,105,797 

11,705,542 

11,261,994 


10,852,460 


$ 1.32 

$ 1.15 

$ 1.29 

$ 1.29 

$ 1.28 


$ 1.16 


.80 

.80 

.80 

.80 

.80 


.80 


16.16 

16.45 

16.00 

15.47 

14.96 


14.45 



June SO, 195l through June SO, 1958 were adjusted accordingly to give effect to a five per cent stock dividend paid in the fiscal year ending June SO, 1959. 
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